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Q Christmas Hymn 


Jt was the calm and silent night? 

Seven hundred pears and fifty-three 
had Rome been growing up to might, 

AnD now was queen of Isnd and sea. 
20 sound was heard of clashing wars; 

Peace broodedD o'er the hush’dD Domain; 
Apollo, (allas, Jove and Mars, 

Held undisturb’d their ancient reign, 
In the solemn midnight 

Centuries ago? 


Within that province far away 

Went plonding bome a weary boor: 
A streak of light before him lap, 

Fall’n through a balf-shut stable Door 
Across bis path. he pase’t—for nought 

Told what was going on within; 
iow keen the stars? His only thought; 

Tbe air how calm and cold and thin, 
In the solemn midnight 

Centuries ago? 


"Twas in the calm and silent night? 

The senator of haughty Rome 
Impatient urged his chariot’s flight, 

From lordly revel rolling bome. 
Triumphal arches gleaming swell 

ibis breast with thoughts of boundless swap; 
What reck’d the Roman what befell 

a paltry province far away, 
Jn the solemn midnight 

Centuries ago? 


D strange indifference?—low and bigh 
Drows’D ober common joys and cares: 
Che earth was still—but knew not whp; 
Che world was listening—unawares, 
ow calm a moment map precede 
Dne that shall thrill the world for ever? 
Co that still moment none would heed, 
WHan’s Doom was link’D, no more to sever, 
In the solemn midnight 
Centuries ago? 


Ut is the calm and silent night: 

A thousand bells ring out, and throw 
Their joyous peals abroad, and smite 

The darkness, charm’d and boly now. 
Tbe night that erst no name bad worn, 

Go it a happy name is given; 
for in that stable lay new-born 

The peaceful [Prince of Earth and heaven 
3n the solemn midnight 


Centuries ago? 


Alfred Domett. 
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A Résume 


By MARGERY CAVANAGH 


Chicago! What a triumph of achieve- 
ment in the past, what infinite promise 
for the future the very name unfolds! 

Her growth, from a solitary fort in the 
wilderness a little more than a century 
ago, to the great metropolis of today, is 
a story of the heroic struggles of pioneer 
settlers, the fearless pursuit of splendid 
ideals, and the masterful advance of in- 
dustries that have placed Chicago fourth 
on the roster of the world’s greatest cities. 

Located in one of the richest river val- 
leys in the country—the great plains of 
the golden west, the forests of the north, 
the cotton fields of the south, and the 
mines of the northwest send their vast 
resources into this great center of indus- 
try and commerce, making it one of the 
principal markets of the world. 
with justifiable 
pride to Chicago’s factors of supremacy 


Her citizens point 


economic location; superior transpor- 
tation facilities; great banking and com 
mercial institutions; educational and 
cultural advantages; Marshall Field & 
Co., the world’s greatest mercantile es- 
tablishment one management; 
Hull House, the largest social settlement 
in the world; the Field Museum of Nat- 
ural Sciences, the largest marble building 
in the world; the unparalleled park and 
boulevard system; and, greatest of all, 
her dream of the future as outlined in the 
“Chicago Plan” for the reconstruction 
and expansion of a great city. 

The recorded history of Chicago begins 
with the momentous expedition of Louis 
Joliet, in the summer of 1673, into this 
region then belonging to the French. 
Soon after came another Frenchman, the 
Sieur de La Salle, sent to establish a New 
France to extend from the Gulf of St. 
Lawrence to the Gulf of Mexico. 


under 





The period of French occupation of the 
northwest continued for about ninety 
years after Joliet’s voyage, and during 
that time fur-trading posts were estab- 
lished at strategic points throughout the 
region. La Salle was a dominating figure 
among the early traders until his death 
in 1687. The French met with no oppo- 
sition to their monopoly of the fur-trad- 
ing with the Indians, until the invasion 
of the northwest by the British and their 
decisive victory in the Conquest of 
(Juebec in 1759, which gave the territory 
of New France into their possession. 

Later, during the Revolutionary War, 
the struggle for the control of the north- 
west, so fiercely contested by the colo- 
nists and England, centered largely 
around Chicago, and history records that 
on the present site of the steel mills in 
South Chicago a battle was fought in the 
winter of 1780-81. The revolution in the 
west ended with the evacuation by the 
British in 1796. 

The Treaty of Greenville, an outcome 
of Wayne’s victory over the Indians in 
1794, secured tracts of land from the 
Indian territory, and one of the strategic 
points acquired was “one piece of Jand 
six miles square at the mouth of the 
Chicago River.”’ Several years later, a 
company of infantry was sent from De 
troit and in the spring of 1803, against 
immeasurable odds, Fort Dearborn was 
erected at a point in the river now 
spanned by the boulevard link bridge. 
It is an interesting fact that the fort was 
originally built by Gen. Whistler, grand- 
father of the noted American painter, 
James McNeil Whistler. 

For ten years the hard, monotonous 
lives of the small group of traders and 
troops in that desolate outpost of civili- 

















zation continued without interruption, 
but with the outbreak of the War of 
1812, the hostile Indians, fighting to 
check the advance of the white man into 
their domains, attacked the handful of 
soldiers and citizens in the fort and 
massacred the entire number. 

Peace with Great Britain in 1814 was 
followed by a struggle to gain possession 
of the land still occupied by the Indians, 
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nected the city with the East, and three 
months later, the Michigan Central line 
was constructed. 

During the next four years the popu- 
lation increased from 38,000 to 86,000 
and, despite the retarding consequences 
of the Civil War, the census of 1870 
showed a population of 500,000. 

Having attained the dimensions of a 
city, Chicago was facing the most tragic 
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of the skyline of the Loop of Chicago, the business district 


An excellent view 
Chicago River and toward Lake Michigan. 
pushed to completion. 
No. 4 is the London Guarantee Building; No 
Suilding); No.7 i 
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CHICAGO 


rhe view is looking southeast over the 


In the foreground may be seen the new Wacker drive on which work is being 
No. 1 is the Tribune Tower; No. 2 is the Wrigley Building Annex: No. 3 is the Wrigley Building; 
5 is the Bell Building; No. 6 is the Capital Building 
7 is the Morrison Hotel, one of the largest in the world. 
steeple of the Methodist Church Building, the tallest church building in the country 


the old Masonic Temple 
lo the left of the Morrison Hotel may be seen the 
rhe railroad tracks in the foreground 


are those of the Chicago & North Western R.R 


who were finally subjugated in the Black 
Hawk War of 1832. 

The construction of the Erie Canal and 
the invention of steam navigation ush- 
ered in a new era of development for 
Chicago, which by 1837 had achieved the 
dignity of a chartered city, boasting of 
several thousand inhabitants. Her rapid 
growth was further augmented by the 
completion in 1850 of the first railroad 
running into Chicago from Galena, Illi- 
nois—the nucleus of the great north- 
western system. In 1852, the Michigan 
Southern and Northern Indiana con- 


event of her history, the great fire of 
October 8, ‘1871. 

Whether or not we credit the story 
that at nine o’clock on that eventful 
Sunday evening Mrs. O’Leary’s cow 
kicked over the lamp that started the 
fire, it is a matter of record that within 
forty-eight hours the entire business dis- 
trict and the north side residence section 
were completely wiped out by the flames. 

Undaunted by their common disaster, 
courageous men and women of the devas- 
tated city, aided by generous contribu- 
tions from all parts of the country, began 




















the struggle for a new life. The annals 
of the past fifty-four years disclose how 
rapid and noteworthy has been the prog- 
ress of those years. 

Within two decades after the fire such 
notable institutions as the Newberry 
Library, Armour Institute, the McCor- 
mick Theological Seminary, the Public 
Library, the Art Institute, Chicago and 
Northwestern Universities, the Chicago 
Club, Union League Club, and other so- 
cial and industrial clubs were founded; 
municipal government was reorganized; 
the press became a potent factor, with 
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vester and Pullman Car companies were 
launched; the steel mills at South Chicago 
were put into operation; the packing in- 
dustry began to assume proportions that 
have since made Chicago the world’s 
greatest market for live stock. 

The problem of meeting the needs ol 
the large foreign population drawn to the 
city was splendidly solved by the found- 
ing of Hull House in 1889 by Miss Jane 
Addams and Miss Ellen Gates Starr. 
As an educational, industrial and social 
institution it still occupies a preeminent 
place. 








rhe above photograph, prepared from 
passing through Chicago are probably most familiar. 


t painting of the famous Michigan Avenue district 
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is a sight with which travelers 


\t the extreme left is the Blackstone Hotel; the new Straus Building 


stands out prominently in the middle foreground; and at the extreme right is the group of new Michigan Boulevard Link 


buildings such as the London Guarantee and Accident Building, Wrigley Building. 


rribune Tower, and others. In the 


foreground appear the Art Institute and the Illinois Central Railroad tracks which will be electrified during 1926. 


the publication of the Journal in 1844, 
the Tribune in 1849 and the Vews, first 
edited in 1875 by Melville Stone, for 
many years head of the Associated Press. 

Chicago witnessed the first illumina- 
tion by electricity in 1880, and in 1881 
the newly organized City Railway Com- 
pany operated the first cable cars on 
State Street as far south as 29th Street. 
That same year saw the consolidation of 
the Chicago Telephone Company with 
the Bell Company of Illinois and the 
American District Telegraph Company. 

Life became more competitive and 
great industries grew apace, such colossal 
enterprises as the International Har- 


When the last decade of the nineteenth 
century dawned upon Chicago, the eyes 
of the entire world were turned toward 
that matchless expression of the arts and 
industries—the World’s Columbian Ex- 
position. The beautiful expanses of 
Jackson Park were chosen as the site, 
Daniel H. Burnham, Chicago’s great 
architect, was the master builder, as- 
sisted by Augustus St. Gaudens, the 
sculptor, and Frank Millet, the artist. 

It would be futile to attempt a descrip- 
tion of the great exposition, that, for a 
time, was the Mecca of all nations of the 
globe. Today it is only a memory to 
them, but in the hearts of a few Chicago- 




















Be DSM. TOC RH AL 





ans it had inspired a dream of a City 
Beautiful, which is now fast assuming 
tangible form in the execution of the 
“Chicago Plan”’ for the solution of pres- 
ent-day problems of transportation; mu- 
nicipal and commercial development; 
public health and recreation. 

Among the notable examples of archi- 
tecture that may have derived their 
inspiration from the World’s Fair are the 
Art Institute and the Field Museum. 
The beautiful Tribune Tower, the splen- 
did new Union and Northwestern sta- 
tions; the stately edifices of Chicago and 
Northwestern Universities; the Federal 
Reserve Bank; the Wrigley and Straus 
buildings and numerous others make the 
city’s skyline a thing of beauty. 

Not only on the physical side has 
Chicago developed within the last few 
decades, for her esthetic interests have 
not been neglected. The Art Institute 
conducts the largest art school in the 
world and its influence, activities and the 
number of its visitors is said to rival any 
other art museum in America. The 
Symphony Orchestra, the Apollo Club 
and the Civic Opera Company all express 
Chicago’s appreciation of the best in 
music. 

Lorado Taft, eminent sculptor; Wil- 
liam Vaughn Moody, Harriet Monroe, 
Carl Sandburg, and Edgar Lee Masters, 
distinguished poets; Edward Sheldon, 
Frank and Fannie Halton, dramatists; 
and such gifted fiction writers as Frank 
Norris, Upton Sinclair, Emerson Hough, 
Joseph Medill Patterson, Clara Laughlin, 
Edna Ferber and others—all these are 
Chicago products. 

Today, only a century removed from 
a frontier settlement, Chicago is more 
than twenty miles long, eight miles wide, 
has an area of about 200 square miles and 
more than 3,257 miles of streets. In 1825 
there were only sixty-seven on the voting 
jist and four on the tax list. 


Statistics now show that while Chicago 
has developed to the greatest producing 
and distributing city of the country, her 
financial strength and banking resources 
have increased to even greater propor- 
tions, making her the money center of 
the west. A rigid system of clearing- 
house supervision is zealously maintained, 
and banking authorities assert that 
through the twenty-four national and 
120 state banks Chicago is able to 
finance her own great projects and offer 
facilities throughout the country. 

In addition to beautifying the city, 
improving the main thoroughfares, zon- 
ing the city and providing adequate 
housing for the fast increasing popula- 
tion, the “‘ Chicago Plan” undertakes the 
building of an industrial harbor in Lake 
Calumet; a transfer harbor at the Illinois- 
Indiana border and the completion of the 
Great Lakes-St. Lawrence waterway 
project which would make Chicago, 
now the pivotal business point in the 
United States, a port for more extensive 
foreign trade. 

In a recent lecture, Professor J. Paul 
Goode, of the University of Chicago, 
hails this as the future greatest city of 
the United States. As a basis for such 
a prophecy he cites the facts that one- 
fifth of the iron supply of the world is in 
the Chicago district and that last spring 
the Calumet mills exceeded Pittsburgh in 
steel production; that Chicago herself is 
contiguous to several times as much coal 
as all of Europe; that the Chicago dis- 
trict has the largest area of rich farming 
land on earth, fostered by the most favor- 
able climatic conditions; that as the 
census approaches close to 3,000,000, the 
death rate decreases and is the lowest 
except one of the twelve principal cities 
of the United States; that her educational 
facilities and culture rank equally with 
her commercial and industrial suprem- 

Concluded on page 15) 
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Obsolescence—W hat Is It? 


By Tuomas B. G. HENDERSON 


The Twentieth Century and _ the 
Broadway Limited are the two crack 
trains of the universe. 
petitive trains. 


They are com- 
The equipment of both 
is elegant and costly. They are built for 
speed, luxury and comfort. Improve- 
ments introduced by must be 
adopted immediately by the other. This 
is necessary if patronage is to be held. 
Just recently a new type of Pullman was 
adopted for the Century. The construc- 
tion is superior to anything previously 
devised; the berths are more substantial 
and comfortable than those in the older 
cars, and the wash rooms are larger, more 
spectacular and better equipped than 
before. Even the German silver wash 
basins are replaced by white porcelain 
basins. 

Now the cars that have just been 
superseded were in remarkably fine con- 
dition; indeed they were practically new. 
What has become of them? They have 
not been destroyed! Wear and tear has 
been negligible so that a long life of 
service is still possible. It is the never- 
ceasing struggle to maintain supremacy, 
not wear and tear, that has compelled the 
adoption of the new cars. As Twentieth 
Century equipment, the cars have be- 
come obsolete, 7. e., obsolescence has 
developed. These cars however are not 
generally obsolete. No indeed! They 
are placed in such service as the Lake 
Shore Limited or Manhattan Limited, 
both first but not crack trains. 
Within a short time competition again 
relegates erstwhile marvels of 


one 


class 


these 


sleeping cars into the service of the less 
important and slower trains until at last, 
after many years of service, they are 
absorbed by the Yazoo Mississippi or 
some other such road. 





Step by step in the process of degrada- 
tion, obsolescence overcomes these cars 
until at last wear and tear destroys their 
very existence and they must be scrapped. 
Wear and tear therefore is wholly unre- 
lated to obsolescence. The former is the 
result of usage, while the latter is caused 
by evolution. And it should be borne in 
mind that while wear and tear is nothing 
less than actual destruction, obsolescence 
is dependent on surrounding circum- 
stances. Equipment that has never been 
subjected to wear and tear in any form 
may be hopelessly obsolete because of 
improvements adopted by competitors. 

All this sounds very elementary but, 
even so, it is surprising how difficult it is 
to convince many people that, from a 
practical standpoint, wear and tear and 
obsolescence are not almost synonymous 
terms. The subject of obsolescence has 
been given but scant consideration by 
authorities on accounting. The purpose 
of this article is primarily to create a dis- 
cussion. The author does not feel qual- 
ified to write on the point but he is ex- 
tremely interested in it. In selecting 
railroad equipment to illustrate the 
article he is conscious of his ignorance 
concerning the contract arrangements 
between the railroad and the Pullman 
companies. It may be that the sleeping 
cars earn as much after being assigned 
to service of the lower grade type as they 
did while employed as Twentieth Cen- 
tury equipment. If so, the question 
might properly be asked: Then why 
classify the cars as obsolete? This was 
not done, of course, for as was clearly 
pointed out the equipment has become 
obsolete only for certain purposes. 

Following our entrance into the World 
War on April 6, 1917, enormous con 























tracts were awarded by our government 
for munitions and other war supplies, and 
obviously speed in production was one 
of the prime considerations. Mass pro- 
duction ona scale never before attempted 

or even dreamed of 
to. 


-had to be resorted 
Because of this additional pressure 
placed upon the manufacturers the ma- 
chinery then in use was found to be 
wholly inadequate. It had not been de- 
signed for highest production possibili- 
ties; much of it was improperly lubri- 


cated and could not produce with 
sufficient mechanical accuracy. This 
experience taught the machine-tool 


manufacturers many lessons and as soon 
as the stress of war became history their 
engineers set to work to design more 
efficient machines, which were available 
even as early as the summer of 1919. 

The improved machinery was so vastly 
superior to anything in use that great 
factories, to maintain relative efficiency, 
found it necessary to re-tool. The dis- 
carded machinery was not worn out. 
From the standpoint of wear and tear it 
had years of service ahead. Unlike the 
railroads, these manufacturers were not 
operating ‘‘Lake Shore Limited’’ or 
“Manhattan Limited’’ factories. The 
discarded machinery could not be passed 
down the line. It had to be scrapped or 
sold at great loss. 

Now the wise manufacturer knew dur- 
ing the war what was going to happen to 
his machinery and made provision 
therefor. He knew that the standard 
rate of depreciation which was expected 
to cover wear and tear could not possibly 
provide against the loss due to obso- 
lescence which was rapidly approaching 
them. He made special allowance for 
this loss. 

Obsolescence has become a vital factor 
to all manufacturers since the war years. 
Scant consideration was given to it prior 
to 1917, although, of course, it was pres- 
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ent then, too, although in a less serious 
degree. Today, however, obsolescence is 
a much more serious problem than that 
resulting from wear and tear, and the 
manufacturer should give it the consid- 
eration it deserves. If he does not do so 
he will find himself in a state of financial 
stringency sooner or later, 

We are living in an era of progress, and 
manufacturing processes are constantly 
being improved upon. Every day in- 
genious which reduce labor 
costs are being placed on the market. 
Equipment that is looked upon today as 
being the “last word’’ from the stand- 
point of efficiency, tomorrow may be in 


devices 


the discard. Obsolescence, therefore, is a 
problem that warrants the early con- 
sideration of the highest authorities in 
matters pertaining to plant investment, 
accounting, etc., so that the layman may 
reach some definite understanding as to 
just what this illusive and annoying 
spectre really is. 

It is quite common to find manufac- 
turers depreciating machinery on the 
basis of a ten-year life. Most of these 
manufacturers will tell you that in ten 
years the machinery will be worn out. 
Ten per cent, therefore, provides for 
wear and tear. Now those who maintain 
highly efficient standards may find it 
necessary to replace the machinery with 
new and improved machines at the end 
of three or four years. The discarded 
machinery is sold to manufacturers 
whose efficiency is of lower caliber but 
who pay only meager prices for it. The 
original owner must, therefore, absorb 
the cost less the estimated sale price at 
3314 or 25 per cent per annum, and not 
10 per cent. The excess percentage over 
10 is, of course, to provide for obso- 
lescence. 

Has any reader had experience in 
trying to convince the Treasury Depart- 
ment of the need for the higher rate of 

















absorption? The Department argues 
that the higher rate cannot be allowed 
unless the manufacturer definite 
knowledge that the machinery will be 
discarded within the estimated time. 
[his seems to be exceedingly inconsistent 
and foolish. Can anyone prove that the 
machine will actually be worn out and 
relegated to desuetude in ten years? Of 
course not. Then why does the Treasury 
Department so readily allow 10 per cent? 
Obsolescence is just as sure as wear and 
tear although the periods do not har- 
monize. Both factors should be allowed 
as deductions in the determination of 
taxable income computed on the basis 
of estimates. 

According to the committee on depre- 
ciation appointed by the Lllinois Manu- 
facturers’ Cost Association, ‘‘ past history 
teaches us that obsolescence has dis- 
carded more fixed assets than wear and 
tear.” 

In a tax case this office handled for a 
specialty manufacturer, it was possible 
to establish that the taxpayer’s history 
proved that the average life of special 
tools and dies for each particular model 
of machine was approximately four years. 
Some models were abandoned within a 
year; others lasted than four 
years. The current model has been used 
for eight years, although a new design has 
been ready for over a year. The Treas- 
ury allowed for the year 1918, deductions 
spreading the tool and die investment 
over approximately a four-year period. 
Part of 
lescence, but the Treasury allowed the 
total as “‘depreciation”’. 

Determining obsolescence experience 


has 


longer 


the deductions covered obso- 


for equipment special to a taxpayer's own 
product isvery mucheasier than forstand- 
ard equipment upon which improvements 
are developed by the outside world in 
general. However, painstaking research 
into the history of any particular type of 
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plant facility, designed for certain func- 
tions, usually discloses fairly definite 
trends in design and a surprisingly uni- 
form rate of improvement. 

Granted that it is possible to establish 
an obsolescence experience and rate satis- 
factory to the Treasury Department, it 
would still be a gigantic task for any 
individual taxpayer to carry out the 
research required and would entail an 
expense far beyond the value of any 
benefits that might be obtained. 

Such work might be undertaken by the 
American Society of Mechanical Engi- 
neers, or a truly professional firm of 
engineers could accomplish much along 
this line, utilizing the ground work that 
it already has in its extensive files of 
fixed-asset data. 

If authoritative rates or even trends 
could be established, the results of such 
work would be of untold value, not only 
to taxpayers presenting their cases to the 
Treasury, but to accountants and men 
of finance and industry as well. 


Our Professional Progenitors 

Further evidence that the accountant 
was already on the stage in the dim dawn 
of history, and that his lot was appar- 
ently not at that time always a happy 
one, would appear from the following 
excerpt (as translated by Brian Brown) 
from “Instructions of the Vizier, Ptah- 
hotep,” in the “Egyptian Prisse Papy- 
rus’’ of the “ Book of the Dead.” 

“One that reckoneth accounts all the 
day passeth not an happy moment.” 

This document is said to have been 
discovered in the foundations of the 
shrine of the divine Hennuboat in the 
time of Hesepti, 4266 B. C. 


“On the great clock of time there is 
but one work—now.” 
Shakes peare. 











Varied expressions of opinion concern- 
ing the professional status of the certified 
public accountant emanate from lawyers, 





bankers, business men, and laymen. 
Strange though it may seem, some of the 
members of the accounting profession are 
inclined to consider it as a business or 
vocation, rather than one of the recog- 
nized professions of the present time. 
While the small business man and lay- 
man may, with propriety, be excluded 
from censure or criticism for their obvi- 
ous lack of knowledge of the services 
rendered by the professional accountant, 
there can be little if any justification for 
this apparent indefiniteness among those 
who continuously come in contact with 
r the certified public accountant and his 
work. 

If we admit, contrary of course to the 
ideals which have thus far been instilled 
into our professional standards, that the 
certified public accountant is not a pro- 
fessional man, into what category will he 
naturally fall? Surely not a business 
man in the strict sense of the word; not 
a tradesman; not one coming within the 
classes enumerated among other well- 
known vocations. It would seem then, 
that so long as he cannot be properly 
designated as one of the three groups 
previously named, he should be classed 
without dissension as a professional man, 
with the accounting profession duly 
recognized as the medium through which 
he may obtain individual recognition. 

A profession is determined by the 
nature of the services it represents, the 
personal qualifications of its members, 
and its organization. The importance 
of the service rendered is not a material 
factor in determining whether such ser- 
vice is professional or non-professional. 
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Eliminating Professional Ambiguities 


By LELAND E. TERRY 


The principal point of interest is whether 
or not the services rendered by an organ- 
ized, technically trained body of men 
really constitute professional services. 

One may safely assert without reserva- 
tion, that the services of the certified 
public accountant are just as important 
in the protection of the investing and 
speculating public today as the services 
of the doctor in administering drugs to 
prevent or counteract the disease of his 
patient, or those of the lawyer who 
appears in court to prosecute or defend 
a case in the interests of his client. In 
the case of the doctor, the service is 
rendered as the only known means of 
preserving life or protecting health; in 
the case of the lawyer, the client has 
chosen the safest way of preserving or 
enforcing a legal right, while in the case 
of the professional accountant, the client 
has chosen the only practical and safe 
means of protecting those already finan- 
cially interested in a business, those 
about to become interested, or those who 
may become interested later on. Carry- 
ing this discussion into the phase of 
Federal Taxes, we find another class of 
service requiring special training and 
skill. From this, it would seem that the 
services of the professional accountant, 
the doctor, and the lawyer are very 
similar in nature, at least to the extent 
that each may proclaim his services as of 
a purely professional nature. 

The mode of rendering services is very 
important when determining their pro- 
fessional standing. A majority of the 
people seem to be of the opinion that 
professional service demands personal 
service. This is true in theory, but not 
altogether sound in practice, especially 
in the professions of law, engineering and 
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Personal contact is an 
excellent feature in professional work, 
and should be sponsored as much as 
When we consider, however. 
that with the exception of medicine and 
dentistry, professions are generally or- 
ganized in units of operation, we find 
that after all there is a similarity in the 
method of rendering accounting services 
to that of other professions 

The bulk of legal work is carried on by 
large firms of attorneys, who employ 
many qualified assistants. Some of the 
assistants are eventually admitted as 
junior members of the firm. The dif- 
ferent branches of engineering are simi- 
larly organized and operated. The 
specialized branches of surgery are 
carried on in this way. Quite frequently 
a patient is transferred to the care of 
another doctor or an assistant after the 
operation has been performed by the 
specialist. If we analyze the broad 
general field covered by each profession, 
we find certain characteristics which are 
very similar to those prevalent in the 
accounting profession. The only vari- 
ance of any import is in the number of 
branch offices being operated under one 
organization, and even this must be 
considered as a convenient and practical 
way of conducting a professional organi 
zation of national and _ international 
repute. The method of rendering the 
service being similar to other recognized 
professions should furnish no point for 
argument against its standing as a 
profession, 


accounting. 


possible. 


Having conceded the services of the 
professional accountant to be similar to 
those rendered by members of other 
universally recognized professions, con- 
sideration should be given to his personal 
qualifications and those required by 
statute. Every man entering the pro- 


fession should be in fact a potential pro- 
Professional train- 


fessional accountant. 
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ing is no doubt of extreme importance. 
It includes both theoretical training and 
practice. Theory alone is insufficient. 
Theory and practice combined constitute 
a better preparation, being evidenced 
very definitely in medicine, surgery, and 
quite frequently in law. 

The examinee in accounting is now 
quite generally required to present evi- 
dence of training in theory, or experi- 
both as a prerequisite in 
qualifying for admission to the various 
state C. P. A. examinations. Many of 
the states have passed C. P. A. laws 
embodying these and other important 
features, which are no doubt excellent 
pieces of accounting legislation. Others 
have attempted and failed to make their 
requirements as professional like as 
those previously mentioned. A few are 
seemingly satisfied with the laws as they 
now exist. While it is somewhat un- 
fortunate that: this apparent lack of 
uniformity is present in our C. P. A. 
laws, it, like other matters involving the 
residents of each state, can be remedied 
only by definite action in future legis- 
lation. 

This obvious lack of uniformity no 
doubt offers the easiest line of attack 
from members of other professions. 
While the requirements for admission to 
the bar and for a license to practice 
medicine have been raised quite generally 
during the last decade, it is rather 
doubtful if this improvement has been 
evidenced as strongly in C. P. A. legis- 
lation during the same period. Perhaps 
the same exacting requirements should 
not be demanded of the accounting pro- 
fession, although it is difficult to ascer- 
tain a valid reason for exempting it from 
this apparent trend of improvement. If 
the profession hopes to attain the pin- 
nacle of undisputed recognition, it would 
seem as though this fundamental struc- 
ture should be as carefully and effectively 
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moulded as that of the other professions. 
With proper theoretical training 
experience universally adopted as a 
prerequisite for admission to the C. P. 
A. examinations, the accounting pro- 
fession would be assured of a standing 
equal to or even higher than other 
professions where a definite training in 
theory is the only prerequisite for the 
state examination. 

This article would incomplete 
unless mention was made of present 
professional accounting literature, and 
the future possibilities that seem evident 
at this time. Virtually every other pro- 
fession has at its disposal, almost in- 
conceivable masses of literature con- 
tributed in the form of texts, reference 
manuals, and magazine articles. These 
are very helpful to the younger members 
of the profession and no doubt to many 
others who have not yet reached the 
plane of individual recognition. Regard- 
less of one’s knowledge or belief on a 
given point, it usually pays to consult a 
practical, eminent authority on a border- 


and 


be 


line point permitting of a double 
interpretation. 
While remarkable accomplishments 


have been made along this line during 
the last decade, the trend seems to have 
been toward developing texts and maga- 
zine articles instead of standard refer- 
ence manuals. The subject of auditing 
has no doubt been treated very ex- 
haustively. This, however, is only one 
branch of the work. How about sys- 
tems, different classes of investigations, 
etc.? Many of these publications have 
been written for the benefit of the stu- 
dent, rather than as a manual of great 
value to the practitioner. Considering 
the present scope of accounting litera- 
ture, our own organization should be 
highly complimented for the contribu- 
tions its members have made, 
continue to make each year. 


and 
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[ am fully appreciative of the spon- 
taneous development of the profession 
during the last decade, and while this is 
not fully reflected in our literary achieve- 
ments, we can look with pride on ac- 
complishments in other lines. We should 
not overlook the fact, however, that if 
the accounting profession continues to 
advance, as it has in the past, it will do 
so, at least in part, upon its literary 
foundation, which is an indispensable 
element of every recognized profession. 
It behooves us, therefore, to develop 
this feature of the profession as rapidly 
as time and circumstances will permit. 
Our future literary development will 
have its effect in bringing about a 
broader conception, generally, of the 
professional accountant and the real 
value of the services he renders. 

Professional ethics is the next item of 
importance. What has the accounting 
profession, as such, accomplished in the 
way of establishing a good, sound, uni- 
versal code of professional ethics? While 
accounting associations have adopted a 
code of ethics, binding upon the mem- 
bers, these have little if any effect on 


those who are not members of the 
organization. We may not need a 


stringent code of ethics, but it would no ~ 
doubt be found helpful in strengthening 
the professional characteristics of this 
particular branch of work. While plans 
have been discussed by associations and 
writers, along this line, the accomplish- 
ment in something of universal applica- 
tion thus far is rather indefinite. Whether 
or not a code of ethics is necessary to 
carry on a profession and obtain pro- 
fessional recognition may be a mooted 
question, but it would seem that a 
system of rules of professional conduct, 
whether we call it a code of ethics, by- 
laws or something of a fitting nature, 
should be used as a basis for putting the 
Concluded on page 21) 

















Evolution 


By JOHN 


“T wish that I could understand the 
statements the comptroller hands out 
every month. My records show we’re 
making money when he says we're losing 
it, and when he claims we’re prosperous 
I’m getting brain fag from trying to hit 
on some way of bringing my branches and 
agencies out of the red.”’ In substance 
this was the complaint made to the 
writer by a vice-president in charge of 
sales for a national specialty manu- 
facturer. 

This executive was trying hard to 
make business men out of his branch and 
agency managers. His sales organiza- 
tion was a model for the whole industry. 
Agencies and branches operated upon a 
commission basis with weekly drawing 
accounts for all salesmen. The field 
forces as well as the supervisory sales 
organization were controlled financially 
by a complete budget. (Those who 
think that the factory is more easily 
budgeted than the sales department will 
be interested to know that the sales 
department was the only one in the 
business using a budget.) 

Inquiry developed the fact that the 
statements referred to showed the branch 
and agency profits or losses for each of 
some thirty-odd distributing centers, set 
up in the usual form, starting with sales 
billed, that is shipments, with commis- 
sions or gross profits thereon. Deduc- 
tions were then made for sales, advertis- 
ing, and sales office expenses, thus arriv- 
ing at a net profit or loss for each 
particular office or sales district. As the 
factory operated upon a fairly even pro- 
duction there were always from three to 
five month’s unfilled orders on hand. 

In so far as they claimed to report 
actual operating efficiency these state- 
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ments were worthless. Gross profits or 
commissions were based upon billings in 
accordance with accepted accounting 
practice, rather than upon orders se- 
cured. Operating statements should 
offer a true measure of comparison be- 
tween the cost of effort expended and 
the results obtained in return for that 
effort. In this case accepted practice 
measured the sales department’s per- 
formance by comparing its efforts (ex- 
penses) with the accomplishments of an 
entirely different division of the business, 
viz., the factory’s shipments. 

In some periods of the year this sales 
force’s activity greatly exceeded that of 
other times during the year. Heavier 
advertising and other sales expenses 
were incurred and greater sales orders 
would result in such times than in the 
balance of the year. Shipments billed 
during that period would not seem to 
warrant such heavy sales expenses, but 
the signed orders did. 

His October blackboard showed the 
Omaha branch sales (orders) at 110 per 
cent of quota, with expenses just a few 
dollars under the budget, yet the billings 
for that month indicated that the branch 
lost money! 


Truth in Accounts 

As a matter of theory, is it not more 
informing to compare actual sales ex- 
penses of one month, (i.e. those expenses 
incurred prior to making sales) with the 
orders secured, than with the amount of 
goods which the factory happened to 
ship during that month? 

If correct in theory, why not in prac- 
tice? Aside from not conforming to 
“accepted practice’? one of the most 
important: objections to taking up in the ‘ 
accounts orders received will be that it 
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would outrage the cardinal accounting 
principle of The net 
effect of taking up orders in the accounts 
would be to defer the expense 
applicable to such orders. 

It is one of the amusing fallacies of 


conservatism. 


sales 


“accepted accounting practice’ that 
catalogs, advertising matter, electro- 


types, art work, etc., are considered as 
perfectly good assets as long as they lie 
on the shelves, but must be charged off 
as soon as they are sent out into the 
world to do the work for which they 
were intended. Is the catalog in the 
store room worth more than one in the 
hands of a customer? It is immaterial 
to this discussion whether these items be 
classified as assets or deferred charges. 
The point at issue is the time when such 
costs should make their appearance in 
the operating statements. 

However, itis not absolutely necessary 
to have statements always conform to 
the books. The general financial books 
may be kept in ever so conservative a 
fashion, while the various periodical 
statements may be set up in a way that 
will reflect correct comparisons as an aid 
to intelligent executive control. Empiri- 
cal and arbitrary classifications only 
destroy confidence in and usefulness of 
the statements themselves. 

The writer recalls several hot argu- 
ments between a sales manager and his 
president over charging the two per cent 
cash discounts allowed customers to 
sales expense. It was argued that the 
chart of accounts classified cash dis- 
counts in that way and the manager 
didn’t propose to change a system that 
they had paid several thousands to have 
installed by very well known public 
accountants. 

To maintain and increase their pres- 
tige accountants must guard against 
hardening of the arteries of their pro- 
fession and its fundamental principles; 
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practical application must be kept flexi- 
ble enough to anticipate and reflect 
clearly the important changes constantly 
taking place in industry. 
Examining Distribution Costs 

Here’s the rather convincing argu- 
ment of a man now trying to promote a 
merger of several large manufacturers 
into his own company. “For a good 
many years all of us have concentrated 
upon factory costs, making economies 
here and there, always studying them 
intensively. As a result our sales dollar 
now divides about as follows: 
5 to 30 cents 
5 to 45 cents 
Sto 8 cents 
6 to 10 cents 
5 to 12 cents 


Factory cost 
Outside selling 
Inside selling 
Administrative 
Profit 


2 
2 
3 


These figures, I imagine, are about right 
for the whole industry. Those for my 
own company are: factory cost, twenty- 
six cents; outside selling, thirty-eight, 
inside selling, six; administrative, about 
eight; and profit, twenty-two cents. Now 
for years we have been worrying about 
the smallest slice of the dollar. 

“Your business and mine pay our 
salesmen and agents on a commission 
Let us say it is forty per cent. 
That seems about all right and hardly 
enough to pay when your men are 
pioneering a new territory or a new prod- 
uct. By and by you're established 
there. Your advertising and satisfied 
customers help to increase your momen- 
tum. In three years your sales in the 
territory have doubled several times. 
What happens to factory overhead when 
you quadruple production? You make 
deep cuts in it of course. But how about 
your sales overhead? No changes there. 
You are still giving that same forty per 
cent to vour salesman although you have 
made his work twice as effective and 
profitable to himself. Let us go after the 


basis. 
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big slice of the dollar and see what we 
can do with that. 

“Ts there any reason why we cannot 
place our men on a salary basis and get 
some benefit for ourselves when the 
volume increases. We, ourselves, have 
experimented along this line for three 
years and have found that our forty per 
cent can be cut to twenty-eight and 
probably even lower in time. I can puta 
ten-dollar ad in tomorrow morning’s 
paper and will guarantee to hire ten men 
for $50 per week while you are hiring one 
at 40 per cent, and I will get better men, 
too. 

‘Now there is another thing that 
favors my plan—the matter of service for 
our machines. You maintain an office 
in Altoona. So do I, and so does Jones 
and so does Hanson. My service man 
isn’t busy all the time and I’]l wager that 
neither are the others. The same kind of 
a mechanic that services my machine 
can repair yours and all the rest. There 
is where we can save by combining 
service organizations. 

** And again, take Cedar Rapids, Iowa. 
That is a good town and it gives us a 
nice volume for its size but not enough to 
maintain a mechanic. The best we can 
do is to keep a combination sales-service 
man there. I know the rest of you are 
in the same boat. Together can 
afford a first class service man to care 
for all of our products in that town.” 

The cost of distribution, always the 
most important factor in the high priced 
specialty industries selling direct, has 
increased to the point where it exceeds 
the factory cost in more than one staple 
industry. The attention of forward- 
thinking executives everywhere is being 
concentrated on it. 


we 


Shifting of Buying Habits 
Methods of distribution are being sub- 
jected to minute examination, and vast 
fundamental 


changes in our business 
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organization will result from the present 
more or less general state of turmoil. 

It is the writer’s personal opinion that 
these changes may be traced back to the 
custom of small-lot buying adopted by 
retailers since the recent depression of 
1921. Originally the product of fear, 
small-lot buying was made practicable 
by the rapid improvement of railway and 
other transportation service since the 
war with such success that the change 
has become permanent. 

With both the jobbers and retailers 
buying in small quantities several manu- 
facturers, such as Procter & Gamble of 
Ivory Soap fame, have eliminated the 
jobber from the scheme of distribution 
and have provided their own warehouse 
distributing centers that serve the dealers 
direct. Some manufacturers, for ex- 
ample cigar companies, have their sales- 
men drive trucks on their calls and make 
deliveries and collections on the spot. 

Other companies have carried direct 
selling a step farther to the ultimate con- 
sumer, with phenomenal success. Real 
Silk Hosiery Mills have reported an 
annual sales volume of $23,000,000 
attained through 8,000 field representa- 
tives. No worries about jobbers’ and 
dealers’ stocks or credit piling up on that 
company. It has exchanged one set of 
problems for another, by no means the 
least of which are the training and super- 
vision of over 8,000 sales representatives. 

Mail order houses have found their 
old methods of distribution inadequate 
and, taking their cue from the rapid 
growth of chain stores, are entering the 
chain field themselves. Sears Roebuck 
& Company opened two new stores in 
outlying sections of Chicago on Novem- 
ber 1. Even two of the great State 
Street department stores of Chicago have 
proposed new branch stores in the far 
south side of Chicago. 

Such rapid multiplications and changes 
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in types of distributing units offer new 
problems to be met by accountants in 
providing for the proper control of the 
many ramifications into which a particu- 
lar business finds itself extended. 
Financing the Consumer 

Much has been said lately, both pro 
and con, by men of finance on the sub- 
ject of installment selling. Regardless of 
its eventual effects on our financial 
structure, either good or bad, the fact 
remains that it has taken a very im- 
portant place in our marketing and 
financial operations. At one time the 
installment plan of consumer buying was 
confined largely to pianos, furniture, and 
books. In later years its extension to 
the automobile industry was responsible 
for the tremendous expansion in auto- 
mobile production and in the number of 
car users. Will Rogers spoke a great 
truth when he suggested that his plan for 
relieving traffic congestion would be to 
bar from the streets all those who hadn’t 
paid for their cars. 

Oil burners, radios, vacuum cleaners, 
kitchen cabinets, and washing machines 
have adopted the dollar-a-week idea. For 
a time this plan was confined chiefly to 
the sale of articles which had some useful 
life after the last payment was made, but 
recently we find such announcements as 
“pay as you ride on our tires,” “buy 
your clothes on the budget plan,” and 
“paint now—pay later’. They'll soon 
be collecting payments on what seem 
like “dead horses.”’ 

The already widespread use of in- 
stallment selling is illustrated by this 
incident: One of our men was recently 
requested to investigate and report on 
the possibilities of applying this form of 
financing to a client’s business whose 
product was retailed by dealers at $40. 

One large finance company, when 
approached, stated it was buying about 
$400,000 installment paper a day 
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although this was the dull season. When 
asked, “‘Aren’t you afraid of financing 
this kind of an article?”’ the answer was 
“Not a bit. We'll finance anything—as 
long as we get the manufacturer's 
indorsement.”’ 
Conclusion 

These radical changes in distribution 
policies and methods have entirely 
revolutionized the accounting phases of 
many businesses. New problems of 
financial relationships and control have 
risen in importance to replace those 
formerly considered of most consequence. 

A study from a fresh viewpoint of 
a particular business in which these 
changes have already appeared or are 
in sight will readily suggest new angles 
of research and analyses to the auditor, 
new opportunities for constructive re- 
visions to the systematizer, and possi- 
bilities for truer restatements of income 
to the tax counsellor. 


Chicago—A Resume 
(Continued from page 5) 
acy; and that, with the opening of the 
St. Lawrence waterway, Chicago will 
inevitably become the center of the. 
world’s commerce. 

Such potent factors, Professor Goode 
predicts, will have increased the city’s 
population to 15,000,000 before the end 
of the century. 

These are but a few of the high lights 
in the picture that Chicago gives to the 
world. In retrospect, a miracle of at- 
tainment; in prospect, an inspiring possi- 
bility for supremacy in government and 
business; religion and culture—a work- 
shop and market of the world! 


“The man who says, ‘It can’t be done’ 
is being continually interrupted by some- 
body doing it.’’—System. 
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Conferences on Taxation 


By E. E. WAKEFIELD 


The Eighteenth National Conference 
on Taxation and the Second National 
Conference on Inheritance and Estate 
Taxation were held at New Orleans from 
November 9 to 13, 1925. 

A conference sponsored by the Na- 
tional Tax Association had been held in 
Washington in February, 1925, as a 
result of which a committee of nine, 
composed of three tax administrators, 
three university professors and three 
representatives of the public, was ap- 
pointed to formulate plans for improve- 
ment of state and federal death tax con- 
ditions. This committee reported to the 
second conference just held, submitted a 
tentative draft of model state inheritance 
and estate tax laws, and made findings 
and recommendations as follows: 

The committee and the conference 
were in entire agreement that the federal 
estate tax should be repealed and this 
form of taxation left to the states. The 
grounds for this conclusion are that the 
states are in greater need of this tax and 
that the burden is too great if both 
federal and state governments take sub- 
stantial parts of the estates of decedents. 

There was sharp difference of opinion 
whether the federal estate tax should be 
repealed at once or in six years, as pro- 
posed by the committee. The reasons 
for delay in the repeal of this tax are: 

1) the possibility that no action can be 
obtained in the next congress if imme- 
diate repeal is sought, and (2) the need 
of giving the states time to reach greater 
uniformity before the federal] tax is 
removed. Already leading states, such 
as New York, Pennsylvania and others, 
are working toward satisfactory recipro- 
cal relations as to tax on estates of non- 
residents and many changes by state 





legislatures, bettering conditions, are to 
be expected in the next few years. If the 
federal tax were immediately removed, 
it is argued, the disparity in total death 
taxes depending on residence would be 
so great that shifting of residence to 
states like Florida, having no tax, or the 
states with lowest rates, would be 
greatly increased. 

On the contrary, it was argued by 
many delegates to the conference that if 
the federal estate tax is bad and should 
not be continued it ought to be elimi- 
nated at once. Moreover, it was said 
that to continue the tax for six years to 
promote reforms by the states was in 
effect using the federal power to coerce 
the states. 

Other important recommendations of 
the committee were as follows: 

The federal estate tax should be re- 
vised downward in rates at once, pending 
final repeal. Credit for state taxes on 
estates or inheritances should be given, 
up to 80 per cent of the federal tax, in- 
stead of 25 per cent as under the 1924 
law. This would permit states to raise 
their rates without increasing the total 
burden on the estate. For example, if 
the federal tax on an estate is $1,000 and 
the present state tax is $300, the federal 
credit can now be only $250, and the 
total burden on the estate is $1,050. If 
an 80 per cent credit were allowed, the 
state might collect $800 and the burden 
on the estate would still be only $1,000, 
instead of $1,050. Obviously, if the fed- 
eral credit is increased by the next con- 
gress, it will require a few years for 
amendments of state laws to get full 
benefit of the credit. The allowance of 
100 per cent credit for state taxes is said 




















to be of doubtful constitutionality and 
therefore unwise to attempt. 

The committee recommends, for the 
use of the states, estate taxes based on 
the whole net value of the estate rather 
than succession taxes varied in accor 
dance with the relation of the beneficiary 
to the decedent. The reason for favoring 
estate taxes is the much greater sim- 
plicity of single progressive rates on the 
whole net estate rather than varying 
rates based on relationship. Statistics 
show that over 80 per cent of the tax is 
paid by relatives of the decedent at low 
rates. The committee is of the opinion 
that a low rate estate tax with liberal 
exemptions to relatives and dependents 
would serve as well as varying succession 
tax rates and prove much quicker and 
less costly to administer both for the 
states and for the estates. 

The committee also strongly recom- 
mended that as soon as possible the 
states should cease to tax any intangible 
property of non-residents. The evils of 
the present situation under which con- 
sent to transfer of stock by the estate of 
a decedent may be required from several 
states, at great expense in time and 
money, have been emphasized in many 
quarters from the Saturday Evening Post 
to the L. R. B. & M. Journat. The 
really effective remedy is for the states 
to stop entirely the attempt to reach 
intangible property for tax on death, 
except if the deceased owner lived in the 
state imposing the tax. 

The committee recommended that, if 
desired, three years be given to pay 
estate taxes with a maximum rate of 15 
per cent. This contemplates the possi- 
bility of payment of the tax out of income 
of the estate, thus preventing the serious 
harm done by the need to sell property 
of estates at what amounts to forced sale 
to realize enough cash to meet death 
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taxes a year or thereabouts after death 
of the decedent. 

In the regular conference of the Na- 
tional Tax Association much interest was 
shown in the effect of the decision of the 
Supreme Court of the United States in 
the case of Alpha Portland Cement Co. 
vs. Massachusetts. The point involved is 
the right of a state to tax a foreign cor- 
poration doing only interstate commerce 
business in the state. Grave doubi as to 
the consistency or fundamental sound- 
ness of the decision was expressed. 

The court has hitherto said that prop- 
erty of corporations doing interstate 
commerce business may be taxed in any 
state where it is located. It has also said 
that net income of foreign corporations 
may be taxed by a state, provided some 
part of the income is from intrastate, not 
interstate, business. It seemed but a 
logical further step to say that income 
might be taxed even though all from 
interstate commerce, provided, as in the 
Alpha case, the corporation had some 
property in the taxing state. However, 
the court found in the latter situation a 
burden on interstate commerce contrary 
to the federal constitution and so held 
the tax bad. 

The result is that in a state like Massa- 
chusetts, where the taxing scheme as to 
business corporations includes all cor- 
porations doing business in the state, 
revision of the law will be necessary be- 
cause either corporations doing only 
interstate business must be left out and 
revenue from this source lost, or some 
new and valid way of reaching these must 
be found. But this involves finding a 
plan that will be fair both to foreign 
corporations doing only interstate busi- 
ness and also to domestic corporations 
and foreign corporations doing some in- 
trastate business. The problem is very 
difficult of solution, as it is hard to 
predict how the Supreme Court will 
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decide in the next case it happens to 
deal with. 

The question of tax-exempt securities 
and the surtax was considered from a 
new starting point based on statistics 
gathered for the Couzens Committee 
appointed by the Senate to investigate 
the Bureau of Internal Revenue and 
recommend changes in the revenue law. 
Mr. C. O. Hardy, of the Institute of 
Economics, Washington, D. C., 
employed as statistician by the com- 
mittee. He gave to the conference data 
not heretofore published with reference 
to the effect of investment of the wealthy 
in non-taxable bonds. Investigations 
made some time the Federal 
Trade Commission, through a question- 
naire sent to taxpayers with large in- 


was 


ago by 


comes, tended to show that these tax- 
payers did not hold a Jarge proportion of 
the non-taxables. The Couzens Com- 
mittee through Mr. Hardy undertook a 
new line of investigation. Because of the 
right of the committee to examine tax 
returns on file in the Treasury Depart- 
ment they were able to tabluate the 
returns of over six thousand taxpavers 
and follow them through from 1916 to 
1924. They tabulated these returns with 
the thought that if in this period tax- 
payers with incomes of $100,000 and over 
were largely diverting their investments 
to non-taxables, there would be a great 
falling off in taxable interest and a corre- 
sponding increase of non-taxable interest 
as far as reported. The charts exhibited 
by Mr. Hardy showed in fact a decrease 
of taxable interest and an increase of non- 
taxable. But the changes were insuf- 
ficient to indicate any very great absorp- 
tion of non-taxables by taxpayers with 
large incomes. The decline in the num- 
ber of very high incomes reported seemed 
well accounted for by the changes in 
business conditions during and since 
the war and by splitting up of fortunes. 
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From this examination of actual re- 
turns and from other data and estimates 
as to non-taxable interest received by 
corporations and by large taxpayers, Mr. 
Hardy concluded as follows: ‘If, as is 
estimated, there are outstanding some 
fourteen billions of wholly exempt bonds, 
not over one-third can be discovered by 
statistical investigation in the hands of 
the recipients of large incomes.” 

The other two-thirds are somewhere 
else. Where, he does not really know, un- 
less in the hands of charitable organiza- 
tions, small taxpayers and others not dis- 
coverable by investigation of federal tax 
returns. Hence, the argument that the 
high surtax brackets have caused the 
great absorption of non-taxable bonds 
seems to fall on consideration of this evi- 
dence. Other reasons for reducing surtax 
rates are doubtless sufficient, but this one 
which has been proclaimed so widely 
from the White House down appears in 
fact without sufficient foundation. 

Mr. Hardy stated that the committee 
is having statistics prepared to show 
what the effect on federal income tax 
collections would be if surpluses of closely 
held corporations were forced into dis- 
tribution. The returns of such corpora- 
tions and of their officers are being tabu- 
lated at the instigation of Senator Jones. 
This seems to indicate a possible new 
effort in the next congress to procure a 
graduated tax on undistributed corpora- 
tion income, or a tax on surplus. This is 
something to think about even though 
we may be confident that there will be 
no successful effort to burden corporate 
business in this way. 


* Are you marching or marking time? 
Both take about the same amount of 
motion, so don’t judge by that.” 

Waldo Warren. 
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Practice Principles 
For the Auditing Department 
‘Doubt is the key of knowledge. He 
who never doubts never examines. He 


who never examines discovers nothing. 
He who discovers nothing is blind, and 
will remain so.’’—Bolingbroke. 


For the System Department 
“See first that the design is wise and 
just: that ascertained, pursue it reso- 
lutely; do not. . forego the purpose 
that you resolved to effect.”’ 
Shakes peare. 


For the Tax Department 
“Assemble your facts, muster your 
forces, and keep your brain cool . . . and 
watch adversity make a detour around 
you!”’—Woodrow Wilson. 


A Chicago Office Issue 

It has been the difficult task of the 
Chicago office to prepare as the Decem- 
ber number of the JOURNAL an issue 
worthy of following the November num- 
ber published by the Boston office. 
Unfortunately, the November issue has 
not been received at this time. We have 
heard a few rumors of the good things 
that it will contain and are sure that the 
inspiration derived from it would have 
helped us materially to measure up to 
the standards that Boston has set. 

As this number of the JoURNAL was 
being prepared, “Red” Grange and 
Company had just staged their matinee 
in Philadelphia, again reminding the East 
that there is an important section in this 
country of ours, sometimes called ‘the 
provinces’’ by those residing on the other 
side of the Alleghenies, but more politely 
termed the Middle West. 

As the metropolitan center of this vast 
region, Chicago and her history should be 
of some interest to those of our organ- 
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ization who, of necessity, have to live 
elsewhere. 

Margery Cavanagh, member of the 
Chicago office statf, has outlined in the 
first pages of this number some of the 
highlights of Chicago’s career and hopes 
for the future, with as little resort to dry 
statistics as proper support of an his- 
torical record will permit. 

Mr. Henderson has discussed briefly 
the broader phases of the subject in his 
article ‘‘Obsolescence—What is it?’’ with 
the idea of emphasizing its very grave 
importance. 

A matter of such consequence, involv- 
ing losses or expenditures often exceeding 
the expense of ‘‘ wear and tear,” is surely 
worthy of at least the same amount of 
scientific research and study as has been 
devoted to depreciation. Yet it has been 
given scant attention in the writings of 
most authorities on accounting and fi- 
nance. Its significance is not limited in 
application to Federal taxes alone. Not 
so many years ago it was the despair of 
the automobile industry. Radio is 
struggling with it now. 

It is hoped that the paucity of infor- 
mation on this subject will be remedied 
in future additions to accountancy and 
general business literature. 

Leland E. Terry, LL.B., C.P.A., of the 
Chicago office, contributes a logical pres- 
entation of the accountant’s claims for 
professional status. There are times 
when we begin to question the regard in 
which our work is held by the public and 
to wonder whether or not we are taking 
ourselves too seriously. Are we placing 
an importance on our calling which is not 
shared in by the rest of the world? 

Coming from a man whose training 
admits him to the ranks of one of the 
established professions, Mr. Terry’s arti- 
cle is reassuring to all of us who may 
entertain doubts as to the universal 
recognition of the professional plane upon 
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which our standards of practice and 
ideals rest. 

While business is fundamentally the 
production and exchange of goods, its 
modern development has necessitated 
more and more complicated processes in 
order to serve adequately society’s ever- 
increasing standards of living. The ac- 
countant must not fail to keep abreast 
of these changes. 

J. W. Slacks, in his article entitled, 
“Evolution in Business,’’ has commented 
upon several interesting phases and prob- 
lems confronting the modern business 
man and accountant and has emphasized 
the need of constantly revising the prac- 
tice of accounting to meet these new 
conditions as they develop. 

The Chicago office takes this oppor- 
tunity of extending to the members and 
employees of the firm at all other offices 
from the Atlantic to the Pacific as well 
as overseas, most sincere greetings of the 
season. We wish that everyone will 
enjoy a very merry Christmas and that 
the coming year may contain nothing but 
happiness and prosperity for all. 


A Conviction Confirmed 

The plan announced in the October 
issue, of having the material for each 
of a number of forthcoming issues sup- 
plied entirely by one of our offices, had 
an auspicious beginning with our Novem- 
ber issue. Commendation of the high 
quality of that issue has been received 
from various sources. 

No better recognition of the value of 
Mr. Sweet’s article on “ Modified State- 
ments Giving Effect to Proposed Financ- 
ing” could be found than the request 
which we have received from one of the 
most prominent accounting firms in the 
country for permission to reproduce Mr. 
Sweet’s article for the purpose of dis- 
seminating it throughout its organization. 




















This but confirms the impression which 
the writer gained when he first read the 
article. 

The present will, we believe, 
appeal to the members of our organiza- 
tion as continuing the high standard set 
by the Boston number. All the material 
for this issue, with but one exception, 
has been furnished by the Chicago office. 
It, too, includes one article of especial 
value from a technical or practice stand- 
point. We trust that every member of 
our staff will read carefully Mr. Hender- 
article on “‘Obsolescence—What 
is it?’’ as we feel sure it will be found 
helpful and suggestive on an especially 
thorny subject for the accountant. 

The one exception to which reference 
is made in the preceding paragraph is the 
account by Mr. Wakefield (of the Boston 
office) of the National Tax Association’s 
recent convention which he attended in 
New Orleans. In order that this timely 
account might appear promptly, it is by 
courtesy of the Chicago office inserted 
in this issue with Chicago’s material. 

More issues are in prospect which we 
believe will prove to be just as satisfying 
and stimulating as the and 
Chicago numbers. 


issue 


son’s 


Boston 


What Will You Do? 


What are you going to do, my brother 
men, for this higher side of human life? 
What contribution are you going to 
make of your strength, your time, your 
influence, your money, yourself, to make 
a cleaner, fuller, happier, larger, nobler, 
life possible for some of your fellow men? 
I do not ask you how you are going to 
do it. You may do it in business, in 
law, in medicine, in the ministry, in 
teaching, in literature. But this is 
the question: What are you going to give 
personally to make the human life of the 
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place where you do your work purer, 
stronger, brighter, better and more worth 
living? Henry Van Dyke. 


Eliminating Professional 
Ambiguities 
Continued from page 11) 

finishing touches to this important 
branch of professional work. We could 
then point with pride to the code as 
a distinguishing feature found in other 
leading professions. 

I have discussed rather briefly the 
points which I believe are of primary 
importance in strengthening the position 
of the accounting profession among 
other professions and in the general 
public esteem. Many, if not all, of these 
features, will no doubt be instrumental 
in eventually eliminating the ambiguities 
surrounding the professional standing 
and the certified public 
accountant at present existing in the 
minds of some of the members of other 
professions, some business men, and the 
general public. When the accounting 
profession, as a unit, can produce evi- 
dence of standards and accomplishments 
equal to those of other professions, sup- 
ported by generally uniform State legis- 
lation, its members can point to it with 
equal pride and dignity as one of like 
rank, importance, and standing with 
any of the other universally recognized 
professions. These factors will no doubt 
be instrumental in establishing a closer 
relationship with other professions, and 
a more comprehensive conception, gener- 
ally, of the value of the services rendered. 


services of 


‘The more we do, the more we can do: 
the more busy we are, the more leisure 
we have.” 


Hazlett. 














Notes 

Since his return from Germany, Fred 
Rust, C.P.A., formerly manager of our 
Berlin office, has been called upon for 
several talks on his impressions of Euro- 
pean business and financial conditions. 

One of the organizations before whom 
Mr. Rust has appeared is the Rotary 
Club of Rockford, Illinois. One very 
appreciative audience was one composed 
of the senior and junior officers of the 
Union Trust Company, Chicago. He 
has also been requested to speak before 
the Manufacturers’ Club of La Salle, 
[llinois. 


The annual examination for the degree 
of Certified Public Accountant in the 
State of Pennsylvania was held in Phila- 
delphia and Pittsburgh, November 2, 
4 and 5. There were 140 candidates 
for this examination, including the fol- 
lowing members of the Philadelphia office 
staff: 

L. Roy Campbell 
William J. Casey 

G. Ernest Finck 
Henry S. Kreider 
George W. McIver, Jr. 
l'rederick S. Metzler 
Price G. Righter 
Walter E. Sheldon 


The Pennsylvania Institute of Certi- 
fied Public Accountants held its annual 
banquet on November 18 at the Manu- 
facturers’ Club, Philadelphia. Over one 
hundred and thirty-five members and 
guests were present, twenty-one being 
from the L. R. B. & M. organization. 
The occasion proved to be one of the 
most interesting gatherings the Institute 
has held. The committee, consisting of 


Messrs. Gardner W. Kimball, Chairman, 
Robert 


Boone Vollum, and John M. 
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Scanlon, had arranged a most interesting 
program. 

Mr. Henry C. Magee, president, pre 
sided over the preliminary session, at 
which Mr. Joseph H. Van Dorn was 
elected the ‘Apollo Belvedere” of the 
Institute. Professor Emory R. Johnson, 
of the University of Pennsylvania, drew 
the lucky number which entitled him to 
a beautiful traveling clock in a leather 
case. 

Mr. Magee presided in his usual genial 
manner and his witty remarks kept 
everybody in a good humor. When the 
time for the speeches of the evening came, 
he turned the meeting over to Mr. 
Lybrand, who performed the duties of 
toastmaster in a most delightful fashion. 

Dr. Theodore J. Grayson, of the Eve- 
ning School of Accounts of the University 
of Pennsylvania, made a most humorous 
and interesting address on “* The Relation 
of the Educator to the Accountant.” 

Dr. Francis Harvey Green, head mas- 
ter of the Pennington School for Boys, 
spoke interestingly on the topic “*To- 
gether,’ and the Rev. Dr. Milton Harold 
Nichols, D.D., pastor of the Arch Street 
M. E. Church in Philadelphia, gave per- 
sonal reminiscences of the late James 
Whitcomb Riley. 

The chairman of the committee on 
arrangements had learned that Mr. 
Edward Ross was celebrating his birth- 
day on that evening and planned a sur- 
prise for him by presenting him with a 
handsome silver vase from the members 
of the Institute. Mr. Ross was quite 
taken a-back, as he had no intimation of 
what was coming, and when Mr. Horace 
Griffith, in his preliminary remarks, 
referred to the offices which had been 
filled by a certain member and mentioned 
that the one he had in mind was cele- 
brating his birthday, Mr. Ross thought 
that he; too, was in for a medal. In 
replying, Mr. Ross referred to his 
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‘ thirty-sixth”’ anniversary, and was sur- 
prised when he reached home that eve- 
ning to find that the committee had 
guessed right and had sent Mrs. Ross 
thirty-six beautiful carnations. Under 
the circumstances, it is not surprising 
that Mr. Ross admits that it was a most 
delightful occasion. 

The presentation was but an evidence 
of the spirit of good fellowship that has 
prevailed in the Institute from the begin- 
ning and of the close friendship that 
exists between the various members of 
the Institute, especially those who have 
heen associated in this way for the past 
twenty-eight years. 


* * * 


Los Angeles continues to expand, hav- 
ing recently taken in the City of Venice 
as a part of her already large family. 
The City of Venice being one of our old 
clients, representatives from our office 
assisted in compiling figures relative to 
the transfer of city properties. 


* * 


Once again our Los Angeles office has 
had supervision of the accounting and 
auditing of the Community Chest Cam- 
paign of the City of Los Angeles. The 
system insta!led by us was outlined in 
the February, 1925, edition of the L. R. 
B. & M. JourNnaL. Substantially the same 
procedure was followed this year, due 
allowance being made for the increase in 
the amount of work to be covered. 
Some idea as to this increase may be 
gained from the knowledge that this year 
the quota was $2,876,243.63 as compared 
with $2,522,408.64 for last year, and 
that the present campaign comprised 
sixty divisions, representing 15,000 work- 
ers, whereas the former campaign required 
forty-three divisions and 12,000 werkers. 

Volunteer workers, under the super- 
supervision of our staff, were used as 
previously. 
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Our Los Angeles office was again 
informed that our work has been emi- 
nently satisfactory to the officials of the 
Chest, and remains as a goal of accom- 
plishment for other Chests to attempt. 
Some of the Chest officials from other 
cities attended the luncheons, and as one 
of them expressed himself: ‘* You fellows 
seem able to do it, but we can’t. We 
have never able to keep our 
auditing staff up to date during the 
drive.”’ 


been 


* * 
Jargon 

*'To write jargon is to be perpetually 
shuffling around in the fog, to beat the 
air,’’ writes Sir Arthur Quiller-Couch in 
his book ‘On the Art of Writing.’’ This 
and many other remarks in the English 
author’s book are singularly appropriate 
for accountants. Most of us are too 
prone to use jargon. 

Jargon is English strewn with vague, 
empty words and unnecessary obscure 
phraseology. How many of us can plead 
“not guilty” to the frequent use of: 
case, instance, character, nature, condi- 
tion, or ‘tas regards,” “in respect of,”’ 
‘in connection with,” etc. These words 
clutter up sentences, neither advancing 
the thought nor clarifying or emphasizing 
the meaning. 

Let us banish such jargon from our 
business letters and reports if we want 
to be held in high esteem by our clients. 
If substance be the goose and the use of 
English the sauce, we must not forget 
that it takes both to make a tasty dish. 

x kK * 
Classified 

A woman entered a bank to make a 
She listed her bills and checks 
in their right places, but was somewhat 
in doubt as to what to list under specie. 
After a few moments,thought she wrote 
after the word specie ‘‘Female’’ and 
turned in her deposit. 


deposit. 
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Q. How would you verify the goods in 
transit? 

A. Make 
agents. 

Q. What is meant by “gross profit’’? 

A. A term widely applied during 1919 
and early 1920 but seldom used now 
that the agitation against profiteers has 
nearly died out. 

Q. What safeguards should — be 
adopted in preventing a shifting of se- 
curities during the examination of a 
stockholder’s accounts? 


friends with the freight 


A. Immediately upon starting the 
engagement all securities should be re- 
moved to your own office and kept under 
lock and key until the completion of your 
work. 

Q. What is meant by an operating 
margin? 

A. A figure which, multiplied by eight, 
tells the amount of bonds that may be 
issued. 

Q. Please outline the best 
determine the adequacy of the stores 
control of a large metropolitan club? 

A. Send one of your most observing 
assistants to the stockroom for a fore- 
noon’s investigation. If he comes back 
with a box of choice Havanas you may 
be reasonably sure that all stores are 
fully accounted for. 


way to 


Q. What businesses have heavy turn- 
overs? 

A. Manufacturers of safes. 

Q. I have recently completed a uni- 
versity course in accounting. What 
would you advise me to do in order to get 
into the public accounting profession? 

A. Am very sorry but accountants 
cannot divulge professional secrets. 

Q. How do you classify the inventory 
of a distillery? 

A. Liquid assets. 


The Auditor’s Question Box 


(J. What is a closely held corporation? 

A. One located in Scotland. 

Q. What are ‘“‘wash sales’? 

A. Those made by a laundry com 
pany. 

(). Assuming that you encountered 
complications in verifying the inventories 
of a glue factory, what would you do? 

A. Stick to it. 

(Q. A considerable portion of our mer- 
chandise was badly damaged when a 
wall of our warehouse slid into the river. 
To what account should we charge this 
loss? 

A. Charge it to the sinking fund. 

(). What are floating assets? 

A. Steamships. 

Q. How can I make my manufactur- 
ing business run more smoothly? 

A. Oil the machinery. 

Q. How can I change my books from 
single entry to double entry? 

A. Use two bookkeepers. 

Q. What is watered stock? 

A. Inventory of a dairy company. 

(). Who was the first user of loose- 
leaves? 


A. Eve. 


Someone has said that the best ideal 
of success is to have lived well, to have 
laughed often; to have won the love 
of little children and the respect of 
intelligent men; to have filled our 
niche in life, to have done our bit and 
to have left the world a little better 
for our having passed that way; to 
have always sought the beauty in life 
and tried to express it in our own; to 
have left our memory as a blessing 
and our life work a _benediction.— 
Francis H. Sisson. 
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